































































































































































































































































































































































































































































































Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses, However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Watchung Hills Regional High School District’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no -
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards and
audit requirements as prescribed by the Office of School Finance, Department of Education, State of New Jersey.

However, we noted certain matters that are not required to be reported under Government Auditing Standards that we
reported to management of the Watchung Hills Regional High School District in a separate report entitled, “Auditor’s
Management Report on Administrative Findings — Financial, Compliance and Performance” dated January 28, 2019.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the Watchung Hills Regional High School District’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Watchung Hills Regional High School District’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose. 4
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REPORT ON COMPLIANCE FOR EACH MAJOR STATE PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT
ON THE SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE AS
REQUIRED BY NEW JERSEY OMB CIRCULAR 15-08

INDEPENDENT AUDITOR’S REPORT
Honorable President and Members
of the Board of Trustees
Watchung Hills Regional High School District
Warren, New Jersey

Report on Compliance for Each Major State Program

We have audited the Watchung Hills Regional High School District’s compliance with the types of compliance
requirements described in the New Jersey OMB Circular 15-08 State Aid/Grant Compliance Supplement that could have
a direct and material effect on each of the Watchung Hills Regional High School District’s major state programs for the
fiscal year ended June 30, 2018. The Watchung Hills Regional High School District’s major state programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of state statutes, regulations, and the terms and
conditions of its state financial assistance applicable to its state programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Watchung Hills Regional High School District’s
major state programs based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States; audit requirements as prescribed by the Office of School Finance, Department of Education, State of
New Jersey; and New Jersey OMB Circular 15-08, Single Audit Policy for Recipients of Federal Grants, State Grants and
State Aid. Those standards, U.S. Uniform Guidance and New Jersey Circular require that we plan and perform the audit
to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major state program occurred. An audit includes examining, on a
test basis, evidence about the Watchung Hills Regional High School District’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.
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We believe that our audit provides a reasonable basis for our opinion on compliance for each major state program.
However, our audit does not provide a legal determination of the Watchung Hills Regional High School District’s
compliance.

Opinion on Each Major State Program

In our opinion, the Watchung Hills Regional High School District complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its major state programs
for the fiscal year ended June 30, 2018.

Report on Internal Control Over Compliance

Management of the Watchung Hills Regional High School District is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Watchung Hills Regional High School District’s internal control
over compliance with the types of requirements that could have a direct and material effect on each major state program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major state program and to test and report on internal control over compliance in accordance with
New Jersey OMB Circular 15-08, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the Watchung Hills Regional High
School District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does
not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct, noncompliance with a type of compliance requirement of a state program on a timely basis. A material
weakness _in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a state program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a state program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal

control over compliance and the results of that testing based on the requirements New Jersey OMB Circular 15-08.
Accordingly, this report is not suitable for any other purpose.
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Report on Schedule of Expenditures of State Financial Assistance Required by New Jersey OMB Circular 15-08

We have audited the financial statements of the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the Watchung Hills Regional High School District, as of and for the fiscal year
ended June 30, 2018 and the related notes to the financial statements, which collectively comprise the School District’s basic
financial statements. We issued our report thereon dated January 28, 2019, which contained unmodified opinions on those
financial statements. Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements. The accompanying schedule of expenditures of federal awards and
schedule of expenditures of state financial assistance as required by New Jersey OMB Circular 15-08 are presented for
purposes of additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the schedule of expenditures of federal awards and schedule of expenditures of
state financial assistance are fairly stated in all material respects in relation to the basic financial statements as a whole. -
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EXHIBIT K-3

WATCHUNG HILLS REGIONAL HIGH SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Balance at June 30, 2018
Federal Federal Repayment Memo
Federal/Grantor/Pass-Through Grantor/ CFDA FAIN Award Balance, Carryover Cash Budgetary of Prior Year  (Accounts Unearned Due to GAAP
Program Title Number Number Grant Period Amount July 1,2017 Amount Received Expenditures Balances Receivable) Revenue Grantor Receivable
*
U.S. Department of Education *
Passed-Through State Department *
of Education *
Special Revenue Fund *
N.C.L.B. Title I 84.010A S010A160030 71/16-6/30/17 $ 48,617 $ (11,575) 3 11,575 *
N.CLB.Titlel 84.010A S010A170030 7/1/17-6/30/18 47,623 14,800 3 29,457 $ (32,823) § 18,166 * 8§ (14,657)
N.CLB.Titleli- A 84,367A S367B160027 7/1/16-6/30/17 10,319 (10,213) 10,213 * -
N.CL.B.Titlell- A 84.367A 83678170029 7/1/17-6/30/18 22,597 6 7,733 (22,591) 14,864 * (7,727)
N.C.LB. Title IV 84.424 $424A170031 7/1/17-6/30/18 10,000 (10,000) 10,000 *
LD.E.A. Part B, Basic 84.027A HO027A160100 7/1/16-6/30/17 394,261 (49,392) 49,392 * -
1.D.E.A Part B, Basic 84.027A H027A170100 7/1/17-6/30/18 377,793 263,088 376,824 (114,705) 969 * (113,736)
1.D.E.A Part B, Basic 84.027A N/A 9/1/11-8/31/12 348,909 10,407 - - - $ 10,407 - - - * -
Total U.S. Department of Education - (60,773) - 349,074 414,014 10,407 (180,119) 43,999 - (136,120)
Total Federal Financial Awards 3 (60773 &, ..o $ 340074 § 414014 $ 0407 $ (180119 § 43999 § - $__ (136,120}

This schedule was not subject to single audit in accordance with U.S. Uniform Guidance

The Notes to the Schedules of Federal Awards and State Financial Assistance are an Integral Part of this Statement
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State Grantor/Program Title

General Fund
Special Education Aid
Special Education Aid
Security Aid
Security Aid
Per Pupil Growth Aid
Per Pupil Growth Aid
PARCC Readiness
PARCC Readiness
Professional Learning Community Aid
Professional Leaming Community Aid

Total State Aid Public

T.P.AF. Pension
T.P.AF. Pension - NCGI

T.P.AF. Pension - LTDIL
Post Retirement-Pension Contributions

Total TPAF On Behalf Pension Contributions

‘Transportation Aid
Transporiation Aid

Extraordinary Aid

Extraordinary Aid

Non Public Transportation Reimb.
Non Public Transportation Reimb,
Lead Testing For Schools Aid
Social Security Contributions
Sacial Security Contributions

Total General Fund

Special Revenue Fund

Nonpublic Aid
Textbook Aid
Textbook Aid
Technology Aid
‘Technology Aid
Nursing Services
Nursing Services
Security

Security

Chapter 192/193
Examination and Classification (Ch 193)
Supplemental Instruction (Ch 193)
Supplemental Instruction (Ch 193)
Home Instruction (Ch 192)
Home Instruction (Ch 192)

Total Special Revenue Fund

Debt Service Fund
Debt Service Aid

Total Debt Service Aid
‘Total State Financial Assistance Subject to Single Audit Determination

Less On-Behalf TPAF Pension
T.P.AF. Pension
T.P.AF. Pension - NCGI
T.P.AF. Pension - LIDI
Post Retirement-Pension Contributions

Grant or State
Project Number

17-495-034-5120-089
18-495-034-5120-089
17-495-034-5120-084
18-495-034-5120-084
17-495-034-5120-097
18-495-034-5120-097
17-495-034-5120-098
18-495-034-5120-098
17-495-034-5120-101
18-495-034-5120-098

18-495-034-5094-002
18-495-034-5094-004

18-495-034-5094-004
18-495-034-5094-001

17-495-034-5120-014
18-495-034-5120-014
17-100-034-5120-473
18-495-034-5120-044

NA

NA
18-495-034-5120-104
17-495-034-5094-003
18-495-034-5094-003

17-100-034-5120-064
18-100-034-5120-064
17-100-034-5120-373
18-100-034-5120-373
17-100-034-5120-070
18-100-034-5120-070
17-100-034-5120-509
18-100-034-5120-50%

18-100-034-5120-066
17-100-034-5120-066
18-100-034-5120-066
17-100-034-5120-067
18-100-034-5120-067

18-495-034-5120-075

18-495-034-5094-002
18-495-034-5094-004
18-495-034-5094-004
18-495-034-5094-001

‘Total State Financial Assistance Subject to Major Program Determination

Grant
Period

TII6-6/30/17 8
TNTT-6/30118
1116-6130117
MN7-6/30/18
71/16-6/30/17
T1T-6/30/18
116-6/30/17
TYT-6/30/18
TI116-6/30/17
71117-6/30/18

T17-6/30/18
UH17-6/30118

71/17-6/30/18
N7-6/30/18

1116-6/30/17
T/17-6/30/18
T11/16-6/30/17
U117-6/30/18
71116-6/30/17
U117-6/30118
TNNT-6/30/18
71/16-6/30/37
TNIYT6/30118

1116-6/30/17
TI1/17-6/30/18
1716630117
TIH17-6/30/18
7/1/16-6/30/17
T1117-6/30/18
TNN6-6/30/17
7/17-6/3018

1/17-6/30/18
W116-6/30117
Tr17-6/30/18
1/16-6/3017
7N/17-6/30118

TH17-6/30/18

N7-6/30/18
TV17-6/30/18
T11/17-6/30/18
TUNT-6/30/18

The Notes to the Schedules of Federal Awards and State Financial Assistance are an Integral Part of the Statement

WATCHUNG HILLS REGIONAL HIGH SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

EXHIBIT K~4

Balance, July 1, 2017 Balunce, June 30, 2018 MEMO
Uncarped Repayment Cumulative
Award Revenue Due to Carryover Cash Budgetary of Prior Year (Accounts Unearned Due to GAAP Total
Received (Acets. Receivable) Grantor Amount Received Expenditures Balances Receivable) Revenue Grantor Reeeivable Expenditures

637,517 § (34,711) 3 54,7111 -

750,169 685,353 § 750,16% 3 {64,816) . $ 750,169
83,096 (7,131) 7,131 . -
83,096 75,917 83,096 (7,179) * 83,096
18,030 (1,547) 1,547 * -
18,030 16,472 18,030 (1,558) * 18,030
18,030 (1,547) 1,547 * -
18,030 16,472 18,030 {1,558) 18,030
17,520 (1,504) 1,504
17,520 - - - 16.006 17,520 by (1,514) 8 - - * L 17,520

66,440 - - 876,660 886,845 - {76,625) - - - 886,845

2,396,115 2,396,115 2,396,115 2,396,115
58,148 58,148 58,148 * 58,148
3,047 3,047 3,047 * 3,047
1,585,156 - - - 1,585,156 1,585,156 - - - L - 1,585,156,
- - - 4,042,466 4,042,466 - - - - - 4,042,466

218,205 (18,726} 18,726 . -

218,205 199,352 218,205 (18,853) * 218,205

348,998 (348,998) 348,998 . -

448,518 448,518 (448,518) hd 448,518
50,651 (50,651) 50,651 * -
80,130 80,130 (80,130} * s (80,130) $0,130

3332 3,332 3,332 3,332
1,184,001 (57,583) 57,583 * -
1,180,322 - - - 1,122,563 1,180,322 - (57,759) - - . (57,759) 1,180,322

(542,398) - - 6,720,331 6,859,818 - 681,885 - - (137,88%) 6,859,818
21,384 3 3,306 3 3,306 * -
18,570 - 18,570 17,642 s 928 * 17,642
9,646 22 22 - % -
12,543 12,543 12,540 3 - 12,540
33,480 225 225 - * -
33,077 33,077 32,258 81% * 32,258
18,600 36 36 - -
25,575 25,575 23,417 2,158 * 23,417
- -
43,122 43,122 39,839 3283 * 39,839
6,827 1,648 1,648 - ¥ -
9,516 9,516 476 9,040 = 476
312 (312) 312 * - -
399 - - - - 399 - (399) - -+ (399) 399
(312) 5237 - 142715 126,571 5237 (399) - 16231 (399) 126,571
682,729 = L3 = 682,729 682,729 = = = e = 682,729
: - 3 682,729 682,729 - - 2 £ = 682,729
3 (542.710) $ 5237 % - 7,545,775 7,669,118 § 5237 § 682.284) § = 3 16,231 k3 (138,288) 37,669,118
2,396,115 2,396,115
58,148 58,148
3,047 3,047
1,585,156 1,585,156

4,042,466

$ 3503300

4,042,466

k3 3,626,652




EXHIBIT K-5
WATCHUNG HILLS REGIONAL HIGH SCHOOL DISTRICT
NOTES TO THE SCHEDULES OF EXPENDITURES OF
FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE
FOR THE FISCAL YEAR ENDED JUNE 30,2018

NOTE 1 GENERAL

The accompanying schedules present the activity of all federal and state financial assistance programs of the Watchung Hills
Regional High School District. The District is defined in Note 1(A) to the District’s financial statements. All federal
financial assistance received directly from federal agencies, as well as federal awards and state financial assistance passed
through other government agencies is included on the schedule of expenditures of federal awards and state financial
assistance.

NOTE 2 BASIS OF ACCOUNTING

The accompanying schedules are prepared and presented using the budgetary basis of accounting with the exception of
programs recorded in the food service fund, which are presented using the accrual basis of accounting. These basis of
accounting are described in Notes 1(C) to the Board's financial statements. The information in these schedules is presented
in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (U.S. Uniform Guidance) and New Jersey OMB
Circular 15-08, “Single Audit Policy for Recipients of Federal Grants, State Grants, and State Aid”. Therefore, some
amounts presented in these schedules may differ from the amounts presented in, or used in the preparation of, the financial
statements.

NOTE 3 RELATIONSHIP TO FINANCIAL STATEMENTS

The financial statements present the general fund and special revenue fund on a GAAP basis. Budgetary comparison
statements or schedules (RSI) are presented for the general fund and special revenue fund to demonstrate finance-related
legal compliance in which certain revenue is permitted by law or grant agreement to be recognized in the audit year, whereas
for GAAP reporting, revenue is not recognized until the subsequent year or when expenditures have been made.

The general fund is presented in the accompanying schedules on a modified accrual basis with the exception of the revenue
recognition of the delayed state aid payments in the current budget year, which is mandated pursuant to N.J.S.A. 18A:22-
442, For GAAP purposes, those payments are not recognized until the subsequent year due to the state deferral and
recording of certain state aid payments in the subsequent year. The special revenue fund is presented in the accompanying
schedules on the grant accounting budgetary basis which recognizes encumbrances as expenditures and also recognizes the
related revenues, which may include the delayed state aid payments, whereas the GAAP basis does not. The special revenue
fund also recognizes the delayed state aid payments in the current budget year, consistent with N.J.S.A. 18A:22-44.2,

The net adjustment to reconcile from the budgetary basis to the GAAP basis is a decrease of $109,832 for the general fund.
See the Notes to Required Supplementary Information for a reconciliation of the budgetary basis to the modified accrual
basis of accounting for the general and special revenue funds. Awards and financial assistance revenues are reported in the
District’s financial statements on a GAAP basis as presented as follows:

Federal State Total
General Fund $ 6,749,986 $ 6,749,986
Special Revenue Fund $ 414,014 126,571 540,585
Debt Service Fund - 682,729 682,729
Total Financial Assistance $ 414,014 $ 7,559,286 $ 7,973,300
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EXHIBIT K-5
WATCHUNG HILLS REGIONAL HIGH SCHOOL DISTRICT
NOTES TO THE SCHEDULES OF EXPENDITURES OF
FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE
FOR THE FISCAL YEAR ENDED JUNE 30,2018

NOTE 4 RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules may not necessarily agree with the amounts reported in the related federal
and state financial reports due to timing differences between the District’s fiscal year and grant program years.

NOTE 5 OTHER INFORMATION

TPAF Social Security contributions in the amount of $1,180,322 represents the amount reimbursed by the State for the
employer’s share of social security contributions for TPAF members for the fiscal year ended June 30, 2018. The amount
reported as TPAF Pension System Contributions in the amount of $2,454,263. TPAF Post-Retirement Medical Benefits
Contributions in the amount of $1,585,156 and TPAF Long-Term Disability Insurance in the amount of $3,047 represents
the amount paid by the State on behalf of the District for the fiscal year ended June 30, 2018.

NOTE 6 ON-BEHALF PROGRAMS NOT SUBJECT TO STATE SINGLE AUDIT

On-behalf State Programs for TPAF Pension, Post-Retirement Medical Benefits and Long-Term Disability Insurance
Contributions are not subject to a State single audit and, therefore, are excluded from major program determination. The
Schedule of State Financial Assistance provides a reconciliation of State financial assistance reported in the District’s
financial statements and the amount subject to State single audit and major program determination.

NOTE 7 DE MINIMIS INDIRECT COST RATE

The District has not elected to use the 10 percent de minimis indirect cost rate allowed under the Uniform Guidance.
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EXHIBIT K-6

WATCHUNG HILLS REGIONAL HIGH SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Part I — Summary of Auditor’s Results

Financial Statement Section

Type of auditor's report issued:

Internal control over financial reporting:
1) Material weakness(es) identified?

2) Significant deficiency(ies) identified?

Noncompliance material to basic financial
statements noted?

State Awards Section

Dollar threshold used to distinguish between Type A
and Type B programs:

Auditee qualified as low-risk auditee?
Internal Control over compliance:
1) Material weakness(es) identified?

2) Significant deficiency(ies) identified that were
not considered to be materjal weaknesses?

Type of auditor's report on compliance for major programs:

Any audit findings disclosed that are required to be reported
in accordance with N.J. OMB Circular Letter 15-08

Identification of major programs;

State Grant/Project Number

18-495-034-5120-044

18-495-034-5094-003

Federal Awards Section

Not Applicable

Unmodified
yes X no
yes X none reported
yes X no
$ 750,000
X yes no
yes X no
yes X none reported
Unmodified
yes X no
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Name of State Program

Extraordinary Aid

TPAF FICA Reimbursement




EXHIBIT K-7
WATCHUNG HILLS REGIONAL HIGH SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018
Part 2 — Schedule of Financial Statement Findings
This section identifies the significant deficiencies, material weaknesses, fraud, illegal acts, violations of provisions of

contracts and grant agreements and abuse related to the financial statements in accordance with Government Auditing
Standards.

There are none
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EXHIBIT K-7
WATCHUNG HILLS REGIONAL HIGH SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018
Part 3 — Schedule of Federal and State Award Findings and Questioned Costs
This section identifies the significant deficiencies, material weaknesses, and instances of noncompliance including

questioned costs, related to the audit of major state programs, as required by U.S. Uniform Guidance and New Jersey
OMB Circular Letter 15-08.

CURRENT YEAR FEDERAL AWARDS

Not Applicable

CURRENT YEAR STATE AWARDS

There are none.
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EXHIBIT K-8

WATCHUNG HILLS REGIONAL HIGH SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

This section identifies the status of prior-year findings related to the basic financial statements and federal and state
awards that are required to be reported in accordance with Chapter 6.12 of Government Auditing Standards, U.S.
Uniform Guidance and New Jersey OMB Circular Letter 15-08.

STATUS OF PRIOR YEAR FINDINGS

There were none.
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